Approved For Release 1999/0918136@ng10”1 149A000300090001-4

25X1C8a Reply to - Comments on CIA Paper (CIA/RR WMP-04).

25X1C8a

- 1. The euthor eppreecistes the frankness of t- €Ol
ments end believes that & revision of MP-94 would profit from them.

2. In view of the harshness cf some of the comments, the
author wonders whether the reviever noticed the cover of MP-94 whieh
specifies that the effort represents e working paper thet should be
regarded sz provisional snd subjeet to revision. Clearly, the paper
would gain from a more frequent use of the word gstimste sppropristely
qualified in referring to certain estegories of informstion. On the
other hand, the psper ceutions (Puge 3) thet the deductions based on
estimates of the magnitude and composition of the groes mational PIo-
duct can give, et Yost, only & rough indicetion of trends ef perticular
components. MP-94 conteins twenty-seven references to sources snd also
additional footnotes to tables whioh it wes hoped would give resders
an epporturity to sppraise for themselves the sources used and the
methods employed., Insdvertently, & reference to Table 2 showing the
source of the estimotes of the resl GNP was omitted, These estimates,
tsken from source (6) in the sppendix, pege 16, are somewhat better
then intelligent guesees, but scarcely much more than that., The per-
centage distribution of the GNP shown in Teable 1, lwowever, repreasents
consider:bly more cereful caleculstions. .

3+ Cleerly, the gross netionel product anprosch does not
pretend to estimete the changes in the expenditure on ermeaments. Rather,
it wes presented as beckground moterisl in order to fecilitete an under-
stending of such metters as diversion of rescurces from investment end
sonsumpticn to defense end at the seme time give & reugh indication of
the relative magnitudes of theze eomponents of the GNP, Used in this
manner, the gross national product e&pprosch appesrs defensible.

4. Criticism of Table 3 appexcrs justified but not directly 25X1C8a
for the ressons stated ENININRNNE  Two <loscnccs of tr
two indexes ia attributadle largely to the particuler estimstes of the

resl GNP used by Rand in conjunction with the percentoege distribution

of the GNP among its components for the yeers considered. A algnifi-
sently differing set of estimetes for the reel GNP would destroy the
7lose correspondence between the indexes shown in Tsble 3. In eddition,
Lt appesrs that the Rand Index in Teble 3 is feulty es a messure of real
shanges in defense expenditures since the method followed in its eon-
struction in effect uses a generzl price index es & deflater of defense
axpanditures, whereas s price index of goods end services in the defense
nector alone would be more appropriete, The significsnce of the close
aorrespondence of the two indexes, therefore, needa further investiga-
tien,
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5. The author agrees thet there 1s much scope for improve-
mant of basic deta. At various points in the msruscript he stresses the
roughnese of estimates snd invites the reader tc consult the sources used
{e.g., page 7). In most cases, the complications eriticized I
are such that their elimination weuld heve 1ittle effect on the brosd 25X1C8a
conclusions concerning the trends in rearmenent,
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